U.S. Department Administrator 400 Seventh Street, S.W.

of Transportation Washington, D.C. 20590

Maritime
Administration

March 6, 2006

Members of the Class of 2006
U.S. Merchant Marine Academy
Kings Point, NY 11024-1699

Re: Service Obligations

Dear Midshipmen:

In a few months, you will be joining the ranks of Kings Point alumni and starting your careers.
A primary objective of the United States Merchant Marine Academy (USMMA) is for you to
obtain employment afloat as an officer in the U.S. Merchant Marine. Some of you will accept
equally important positions as active duty commissioned officers in either the U.S. armed
forces or with the National Oceanic and Atmospheric Administration (NOAA) Corps or
perhaps a civilian position with the Federal Government serving maritime-related national
security interests. There are also maritime-related positions ashore that could satisfy your
employment obligations.

In summary, your service obligation contains four categories:

Employment

Maintaining your license
Reserve commission
Reporting your compliance
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It is important to note that if you are not completing all parts of your obligation, you are not
compliant. Failure to be compliant may result in you having to repay the cost of your
education.

Background

As you will recall, upon entering the Academy, you signed an agreement (the "Service
Obligation Contract™) mandated by statute committing each of you to certain maritime service
obligations following graduation. 46 App. U.S.C. 8 1295b. This statutory requirement is
restated in the Maritime Administration's (MARAD) regulations (46 CFR §310.58) and in the
Service Obligation Contract.



In summary, your maritime service obligations are:

(1) to serve in the foreign and domestic commerce and the national defense of the
United States for at least five (5) years following graduation as: (A) a merchant
marine officer in the U.S. flag fleet; (B) a commissioned officer on active duty in the
armed forces or NOAA Corps; (C) as a full time employee of the Federal
Government in a maritime-related position that serves the national security
interests; or (D) ashore, in a U.S. maritime related industry, profession or marine
science, if a determination has been made that no afloat positions are available for
you;

(2) to maintain the license as an officer in the merchant marine of the United States,
including all endorsements held at graduation, for six (6) years following graduation;

(3) to apply for and accept, if tendered, an appointment as a commissioned officer in the
reserves of the armed forces of the United States and maintain that commission for at
least six (6) years after graduation’; and

(4) to report to MARAD concerning your compliance with the foregoing maritime
service obligations.

Service Obligation Reporting Requirements:

You are required to report to MARAD in each year following your year of graduation and report
your compliance with your service obligations. Regardless of the date of your graduation, each
graduate must submit a service obligation report form between January 1% and March 1% starting
the first January 1% after graduation and for an additional six (6) consecutive years thereafter, or
until all statutory obligations are completed. Graduates are required to file reports through to the
last report that demonstrates that all obligations have been satisfied. If a graduate completes the
service obligations within the six years following graduation, that graduate should only have to
file a total of seven (7) reports in order to give information on all six (6) years of service
obligations. In such event, your last report would be due between January 1% and March 1% of
2013.

Graduates are encouraged to submit their service obligation reports to MARAD using the web-
based Internet system at https://mscs.marad.dot.gov. You may also mail the service obligation
report to: Compliance Specialist, Maritime Administration, Office of Policy and Plans, Room
7123, 400 7th Street, SW, Washington, DC 20590. If you are unable to file your report
electronically, please notify us promptly via email at maritime.graduate@marad.dot.gov.

Enclosed is a pamphlet entitled "Your Maritime Service Obligation.” It details the current
requirements of your service obligations for future reference. Please note that this pamphlet does
not include the new option for employment with the Federal Government. That alternative is
further described below.

L All armed forces of the United States are currently requiring 8 years.



Employment Afloat or in the Armed Forces:

The law requires you to find employment as an officer afloat in the U.S. flag merchant marine or
enter active duty as an officer with the armed forces of the United States or the NOAA Corps.
You need not notify MARAD prior to accepting such afloat employment in the U.S. flag
merchant marine or as a commissioned officer.

Employment with the Federal Government and the Required Determination:

You may also accept maritime-related employment with the Federal Government if that
employment serves the national security interests of the United States. Whether such
employment qualifies to satisfy your employment obligation requires a determination by the
Maritime Administration. To qualify, such employment must be significantly maritime-related
and serve the national security interests of the United States.

Employment Ashore and the Requirement of a Determination of No Afloat Positions:

Besides the types of employment listed above, you also may satisfy your employment obligation
if you obtain employment in a United States maritime-related industry, profession, or marine
science. The employment described in this paragraph will satisfy your employment service
obligation only if MARAD has determined that qualified afloat employment is not available to
you. Without such a determination, acceptance of any ashore employment will not satisfy your
service obligation and may constitute a default under the terms of your Service Obligation
Contract.

Acceptable maritime-related shoreside employment means a job or position that is significantly
maritime-related. Qualifying maritime-related civilian positions may be considered in private
industry, such as steamship companies, stevedoring companies, vessel chartering and operations,
cargo terminal operations, naval architecture firms, shipbuilding and repair companies, state
agencies involved in maritime affairs, municipal and state port authorities, port development and
marine engineering firms, and tug and barge companies. Additional information is available
from the Department of Professional Development and Career Services ("DPDCS") at the
Academy.

From the information available to MARAD, | expect that there will be opportunities for afloat
employment in the U.S. Merchant Marine upon your graduation from USMMA. Consequently,
a determination that qualified afloat employment is not available will only be made where there
is a clear showing that you have been unable to obtain afloat employment.

Unlicensed and Foreign Flag Positions:

A determination request must also be sought with respect to any afloat employment not
qualifying as an officer position in the United States Merchant Marine. Without a determination,
such service does not satisfy your service obligation.



For example, employment as an AB or a QMED on any United States flag vessel requires a
determination that you were unable to obtain a U.S. flag officer position afloat. Service as an
officer on a foreign flag vessel requires a determination that both no afloat positions as an officer
existed for you in the United States merchant marine and that the foreign flag position is related
to a United States maritime-related industry or profession.

Determination Process With Respect to Shoreside Employment:

You must work with DPDCS to request a determination for any shoreside employment or
employment other than as an officer in the armed forces or afloat in the United States Merchant
Marine. The initial step is to request a meeting with DPDCS to discuss your employment
situation and begin the process of filing the determination application form.

The application will require you to provide information concerning your efforts to seek qualified
afloat employment and information on the qualified shoreside employment offer you wish to
accept. The employer must document the offer. You will be required to provide information
that includes the title of your prospective job and a description of your prospective duties;
whether your prospective employer is a federal or state entity; and how the position is
significantly maritime-related. Based on your submission, DPDCS will make a determination.

Determination Process With Respect to Employment With the Federal Government:

A determination that the employment is maritime-related and serves the national security
interests of the United States is also required with respect to employment with the Federal
Government. This determination will also be initially made by DPDCS.

To qualify for this determination you are not required to show that you failed to obtain afloat
employment. You are required to show that a significant portion of the responsibilities in your
position with the Federal Government are maritime-related and serve the national security
interests of the United States. Your application should document your offer of employment and
contain a description of your duties.

Determination Process Approval or Disapproval:

If the Academy recommends approval, your request will be sent to the Maritime Administration
in Washington, D.C. for final action. If disapproved, you will be notified along with the reason.
You have a right to appeal all disapprovals to the Maritime Administrator. All decisions by the
Maritime Administrator are final.

If a determination is approved by the Maritime Administration, you will receive a determination
letter agreement that must be signed by you and returned to the Maritime Administration before
it will be effective. The determination letter agreement will indicate the duration for which it is
valid and will provide other terms and conditions including your obligation to request a renewal
of the determination approval under certain circumstances.



If you remain in the same position with the same employer, you will need to certify this fact in
your annual report to MARAD to obtain a renewal of your determination for another year. If
you change positions with your existing employer, you will need to certify this fact and provide
additional information to MARAD demonstrating that your position continues to be significantly
maritime-related. If you change shoreside employers, you will need to seek an entirely new
determination prior to accepting new shoreside employment. Individuals who have difficulty
obtaining afloat employment or who have questions regarding compliance with their Service
Obligation Contracts may obtain continued assistance by contacting DPDSC.

You are the recipient of a world-class education at the expense of taxpayers of the United States,
and it is expected that in return you will honor all aspects of your service obligations. To that
end, the Maritime Administration is taking the service obligations seriously and will not hesitate
to act as necessary on any breaches of the obligation. Failure to comply with all of your
statutory obligations may result in your involuntary recall to active duty or a requirement to
repay the Federal Government for the cost of your education. Current estimates place the cost of
four years of education at the USMMA at approximately $185,400.

We look forward to you entering the maritime industry or serving our nation upon your
graduation. The USMMA has a long tradition of producing leaders and you can be proud that
you will soon be among them.

Sincerely,

U T

John Jamian
Acting Maritime Administrator

Enclosure
"Your Maritime Service Obligation™



